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Fiseal Yoar Ernd QOpinlon Dale Date Awgdit Report Submitted 1o State

June 30, 2006 September 28, 2006 March 16, 2007

We affirm that:

Wa are certified public accountants licensed to practice in Michigan.

We further affirm the following material, “no” responsas have been disclosed in the financial statements, including the notes, or in the
Management Letter (report of comments and recommendations).
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Check each applicable box below. (See instructions for further dotail.)

All required component units/funds/agencies of the local unit are included in the financial statemenis and/or disclosed in the
reporting entity notes to the financial statemants as necessary,

There are no accumulated deficits in one or more of this unit's unreserved fund balances/unrestricted net assels
(P.A. 275 of 1980) or the iocal unit has not exceeded its budget for expenditures.

The local unit is in compliance with the Uniform Chart of Accounts issued by tha Department of Treasury.
The local unit has adopled a budgat for all required funds.

A pubtie hearing on the budget was held in accordance with State statute.

The local unit has not violated the Municipal Finance Act, an order issued undar the Emergency Municipal Loan Act, or
other guidance as issued by the Local Audit and Finance Division.

The local unit has not been delinquent in distributing tax ravanues that were collected for ancther taxing unit.
The local unit anly holds depuosits/investmants that comply with statutory requirements.

The local unit has no illegal or unauthorized expenditures that came to our attention as defined in the Bulletin for
Audits of Local Units of Government in Michigan, as revised (see Appendix H of Bulletin).

There are no indications of defaication, fraud er ernbezziemant, which came 1o our attention during the course of our audit
that have not bean previously comunicated to the Local Audit and Finance Division (LAFD). If thora is such activity that has
not bean communicaled, pleasa submit a separate report undar separate cover.

The local unit is free of repeated comments from previous years.
The audit opinion is UNQUALIFIED.

The local unit has complied with GASE 34 or GASB 34 as modified by MCGAA Statemaent #7 and other ganerally
accepted accounting principles {GAAP).

The board ar council approves all invoices prior to payment as required by charter or stalute.
To our knowlsdgs, bank reconcillations tha! were reviewed were performad timaly.

If 3 local unit of government {authorities and commissions included) is operating within the boundaries of the audited entity and is not
Included in this or any other audit report, nor do they obtain a stand-alone audit, please enclose the name(s), address(es). and a
description(s) of the authorlty and/or commissian.

I, the undersigned, certify that this statement is complate and accurate in all respects.

We have encloged the following: Enclosed | Not Required (enter a briof justification)

Financial Statements

The lofter of Comments and Recommendalions E Nol issued in current year

Other (Desaribe) l__J
Cerlificd Public Accountart (Firm Naing) Telephone Numbor ]
Plante & Moran, PLLC 248-225-2500
Stroot Address City Stato dip
27400 Northwestern Hwy Soutfield (o] 48037
Aathrizing CPA Signature . Printed Name Licanse Nymber
Jrort < i Joseph Heffernan 1101012480
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Independent Auditor’s Report

To the Board of Directors
Baldwin Publlc Library

We have audited the financlal statements of the governmental acrivities, the business-type
activities. the aggregate discretely presented component units, each major fund, and the
aggregate remaining fund information of the City of Birmingham, Michigan as of and for the year
ended June 30, 2006, which collectively comprise the City’s basic financial statements, and have
issued our report thereon dated September 29, 2006, which expressed unqualifiad opinions on
the financial statements of the governmental activities, the business-type activities, the aggregate
discretely prasented component units, each major fund, and the aggregate remaining fund
information. Those basic financial statements are the responsibility of the City's management.
Our responsibility is to express opinions on those basic financial statements based on our audit.

WYe conducted our audit in accordance with auditing standards Eenerally accepted in the United
States of Amaerlca, Those standards require that we plan and perform the audit to obrtain
reasonable assurance about whether the basic financial statements are free of material
misstatemnent. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the basic financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our
opinions.

Our audit was ¢onducted for the purpose of forming opinions on the financial statements that
collectively comprise the City of Birmingham, Michigan's basic financial statements. The
accompanying financial statements of the Baldwin Public Library are presented for the purpose
of and are not a required part of the City's basic financial statements. The
information presented has been subjected to the auditing procedures applied In the audit of the
basic financial statements and, in our opinion, is fairly stated in all macerial respec

the basic financtal statements taken as a whole.
% f M, PLie

September 28, 2006

A mamber of

A o » s
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Baldwin Public Library
Balance Sheet/Statement of Net Assets

june 30, 2006
Component
Balance Sheet - Statement of  Unit - Baldwin
Modified Adjustmants  Net Assets = Public Library
Accrual {Note 2) Full Acerual Trust
Assets
Cash and investments $ 1,88224% % - $ 1882249 § 844,295
Due from other governmental units 59,263 - 59,263 -
Capital assets (Note 3) - 3.010,416 3010416 -
Total assets $ 1,941,512 3.010416 4,981,928 844,295
Liabilitics
Accounts payabls $ 91,098 - 91,098 -
Accrued and other liabilities 171,426 - 171,426 -
Toral liabilitles 262524 - 262,524 -
Fund Balance - Unreserved 1,678,988 (1.678,988)
Total liabiliclas and fund balance $ 1,941,512
Net Assets
Invested in capital assets 3,010,416 3010416 -
Unrestricred 1,678,988 1,678,988 844,295
Total net assets $ 4,689,404 $ 4689404 $ 844,295
Sea Notes to Finarcial Statements. 2
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Baldwin Public Library

Statement of Revenue, Expenditures, and Changes
in Fund Balance/Statement of Activities
Year Ended June 30, 2006

03/068/2007 TUE

Revenues and Componant
Expenditures - Scatermant of  Unit - Baldwin
Modified Adjustments Activitias - Public Library
Accrual (Note 2) Full Accrual Trusc
Revenue
Proparty tax $ 2779578 $ - % 271578 § -
Panal fines 48,113 - 48,113 -
Seare grants 12208 - 21118 -
Local grants 1.500 - 1,500 -
Scate inventory tax reimbursement 13,992 - 13,992 -
Community contracts 605,273 - 605,273 -
Fines and fees 93,897 - 9).897 -
Miscellancous 16,193 - 16,193 2,496
Irvestment carnings 67,246 - 47,246 59,233
Contributions - - . 4%,803
Totai revanue 1.648,010 - 1,648,010 11,532
Expenditures
Correspondence 47,143 - 47,143 -
Personnel services 1,995,354 - 1995354 -
Supplies and maintenance 40,1863 - 40,163 13,467
Professional and contractual 168,719 - 168,719 915
Communications 9,265 (7.762) 1,503 -
Transportation and parking 20,758 - 20,758 N
Udlities 97,978 - 97,978 -
City maintenance sarvices 103,550 - 103,550 -
Public services 9,068 - 9,068 -
Books 171,071 (227,053) 44,018 74,382
Periodicals 21,881 (18,318) 3,553 -
Audiovisual 188,631 {158.000) 30,631 .
Computer service 38,387 (30,478) 3909 -
Miscellaneous 97.838 - 97.838 42,260
Capiral outlay 87,328 {73.147) 14,181 -
Depreciation - 473414 473414 -
Gain on disposal of assets - 89 89 -
Total expenditures 3,195,134 (41,265) 3,153,869 81,024
Change in Fund Balance/Not Assets 452,876 41,265 494,141 30,508
Fund Balance/Net Assets )
Beginning of ysar 1,226,112 2,969,151 4,195,263 813,787
End of ycar $_1,678988 % 3,010416 $ 4,689404 $ 844,295
See Notes to Financial Staterments. 3
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Baldwin Public Library

Budgetary Comparison Schedule - General Fund
Year Ended June 30, 2006

Prior Year Current Year - Modifiad Accrual
Actual - Originally
Modified Adopted Amended
Accrual Budget Budget Actun Variance
Revenue
Property tax $ 2640,772 % 1806920 $ 2806920 % 2779578 $ (27.,342)
Penal fines 41,107 45,000 45,000 48,113 3013
State grants 26,794 25,000 25,000 118 (2.782)
Local grants - . 1,500 1,500 -
State inventory tax reimburserment 13,992 13,990 13,990 13,992 2
Community contracts 577,821 607,450 407,450 605,273 @177
Fines and lees 86,022 80,000 80,000 53,897 13,897
Miscellaneous 9,120 11,500 11,500 16,193 4693
Investment carnings 32,194 61,110 61.110 67,246 6,136
Total revenue 3.427.822 1,650,970 3,652,470 3,648,010 (4.460)
Expendituros
Correspondence 54 980 78,000 78,000 47,143 30,857
Personnel services 1,939,242 2,157,120 2,157,120 1,995,354 161,766
Supplies and rmalntemance 50,698 67,500 67,500 40,163 27.337
Professional and cantractual 194,068 236,600 236,600 168,719 67,881
Communications 10,892 16,000 16,000 9,265 6,735
Transportation and parking 22,206 30,750 30,750 10,758 9,992
Urtilities 76,252 93,000 96,000 97,978 (1,978)
Yideocassettos 9,648 - - . -
City maintenance services 92,230 100,000 100,000 103,550 (3,550}
Public services 5,485 17,000 17,000 92.068 7932
Books 278,498 279,750 279,750 271,071 8,679
Poriodicals 21,499 23,000 23,000 21,881 1,119
Audiovisual 161,446 206,000 206,000 188,631 17,369
Computer service 43,511 36,000 42,500 36,387 6113
Miscelianeous 74,968 112,210 112,210 57,838 14,372
Capidal outlay 341,739 100,000 191,629 87,328 104,301
Toral expunditures 3,377,362 3,552,930 3,654,059 3,195,134 458,925
Change in Fund Balance $ 50,460 $ $8,040 $ {1,58%) % 452,876 35 454,465
See Notes to Financial Statements. 4
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Baldwin Public Library

Notes to Financial $tatements
June 30, 2006

Note | - Summary of Significant Accounting Policies

The accounting policies of the Baldwin Public Library {the “Library”) conform to
accounting principles generally accepted in the United States of America (GAAP) as
applicable to governmental units. The following is a summary ¢f the significant
accounting policies used by the Library:

Reporting Entity

The Library is governed by a six-member board eiected by the citizens of
Birmingham, Michigan. It is also reported as a component unit of the City of
Birmingham, Michigan.

The accompanying financial statements have been prepared in accordance with
criterla established by the Governmental Accountng Standards Board for
determining the various governmental organizations to be included in the reporting
entity. Accordingly, these statements include the activity of the Baldwin Public
Library Trust (the “Trust”). The Trust is a legally separate, tax-exempt enticy that
acts primarily as a fund-raising organization to supplement the resources that are
available to the Baldwin Public Library in support of its programs.

Measurement Focus, Basis of Accounting, and Financial Statement
Presentation

The Library’s General Fund is budgeted and accounted for using the current financial
resources measurement focus and the modified accrual basis of accounting.
Revenue is recognized as soon as it is both measurable and avallable. Revenue is
considered to be available if it is collected within the current period or soon enough
thereafter to pay liabiliies of the current period. For this purpess, the Library
considers revenues to be available If they are collected within 60 days of the end of
the current flscal period. Service contract revenue meets the availability criterion
and s accrued as of year end.

Expenditures generally are recorded when a liability is incurred, as under accrual
accounting, However, expenditures relating to compensated absences are recorded
only when payment is due.
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Baldwin Public Library

Netes to Finanelal $tatements
June 30, 2006

Note 1 - Summary of Significant Accounting Policies (Continued)

In addition to presenting information for the General Fund on the medified accrual
basls (as budgeted), the financial statements present information for the Library
using the economic resources measurement focus and the acerual basis of
accounting.  This information is intended to demonstrate tha degree to which
taxpayers have funded the full cost of services received. Revenue is recorded when
earned and expenses are recorded when a liability is incurred, regardless of the
timing of related cash flows. Grants and similar items are recognized as revenue as
soon as alt eligibility requirements Imposed by the provider have been met.

Private sector standards of accounting issued prior to December |, 1989 are
generally followed in both modified accrual and full accrual columns, to the extent
that those standards do not conflict with the standards of the Governmental
Aceounting Standards Board.

Assets, Liabilities, and Net Assets or Equity

Bank Deposits and Investments - The Library considers all highly liquid
investments purchased with an original maturity of three months or |less to be cash
equivalents. Investments are recorded at fair value as of june 30, 2006, based on
quoted market prices,

Capital Assets - Capital assets are defined by the Library as assets with an
estimated useful life in excess of one year. Such assets are recorded at historical
cost or estimated historical cost if purchased or constructed. Donated capital assets
are recorded at estimated fair market value at the date of donation. The Library
building is owned by the City of Birmingham, Michigan (the "City") and is not
reported in these statements; the debt related to the building Is alse reported in the
Clty's financial statements.

Building improvements, furniture and fixtures, equipment, library books, periodicals,
atc. are depreciated using the straight-line method over the following useful lives;

Building improvements !5 years

Furniture and fixtures 10 years

Library books, periodicals, etc. 10 years

Equipment S years
&
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Baldwin Public Library

Notes to Financial Statements
June 30, 2006

Note | - Summary of Significant Accounting Policies (Continued)

Compensated Absences (Vacation and Sick Leave) - It is the Library's policy to
permit employees to accumulate earned but unused sick and vacation pay benefits,
ItIs not the Library’s policy to pay out any unused sick benefits upon separation from
employment (retirement, termination, etc.); therefore, sick benefits are not accrued.
All vacation is accrued when incurred in the government-wide financial statements.
A liabllity for vacation amounts is reported in governmental funds only for employee
tarminations as of year end.

Property Taxes - Properties are assessed as of December 3|, The related
proparty taxes are billed and become a lien on July | of the following year. These
taxes are due on August 3| with the final collection date of February 28 before they
are added to the county tax rolls. The Library’s property tax revenue for the fiscal
year ended June 30, 2006 is based on the 2005 levy, which was billed July 1, 2005,

The 2005 taxable value totaled $1,850,065,330; the Library's millage rate was
1.5172 mills, which resulted in property tax billings of $2,806,919. The amount
recognized as revenue reflects reductions for Board of Review, Michigan Tax
Tribunal, and delinquencies, as well as recoveries of prior year delinquencies.

Note 2 - Reconciliation of Government-wide and Fund Financlal
Statements

As discussed in Note I, the General Fund is presented on the modified accrual basis
of accounting, and the Library as a whole (which consists of just its General Fund) is
also presented on the full accrual basis. The following is a reconciliation of fund
balance on the modified accrual basis of accounting to net assets presented on the
full accrual basis:

Total Fund Balance - Modified Accrual Basis $ 1678988

Amounts reported In the staternent of net assets are different
because capital assets are not financial resources and are

not reported in the funds 3010416
Total Net Assets - Full Accrual Basis $ 4.689,404
7
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Baldwin Public Library

Notes to Financial $tatements
June 30, 2006

Note 2 - Reconciliation of Government-wide and Fund Financial
Statements (Continued)

The following is 2 reconciliation of the changes in fund balance en the modified
accrual basis to the change in net assets on the full accrual basis:

Nea¢ Change in Fund Balances - Madified Accrual Basis $ 452,876
Amounts reported in the statement of activities are different
because:
Capital outlay is not an expense of the currant period 514,768
Capital costs are allocated over their estimated useful
lives as depreciation (473.414)
The disposal of capital assets s reported as a charge
1o expenses (89
Change in Net Assots of Governmental Activities $ 494,141

Note 3 - Capital Assats
Caplral asset activity of the Library’s governmental activities was as follows:

Balance Disposaly and Balance
July 1, 2005  Additions _ _Adjustments  June 30, 2006

Bapreciable capital assets:

Furniture and fixtures $ 478319 $ 16569 § 15660 $ 479,228
Equipment 740,588 70,442 16,529 794,501
Building improvements 864,249 5271 . 869,520
Boeks, periodicals, otc. 7,752,853 422,486 119,584 8,055,355
Subrotal 9.836,009 514,768 152,173 10, 198,604
Lass agcumulated depreciation 6,962,358 473,414 152,084 7,283,688
Subrotal 2,873,65] 41,354 8¢ 2914916

Fime arts - Not subject to depreciation
because they are inexhaustible 95,500 - - 95,500
Net capital assers 3 2969151 $ 41,354 § 89 $§ 3010418

Capital assets, including library books, are recorded at cost. Depreciation expanse
was $473,414 for the year anded June 30, 2006.
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Baldwin Public Library

Notes to Financial Statements
June 30, 2006

Note 4 - Budget Information

The annual budget is prepared by the director and adopted by the Library Board.
Unexpended appropriations lapse at year end; encumbrances ara not included as
expenditures, The amount of encumbrances outstanding at June 30, 2006 has not
been calculated. The budget has been prepared in accordanca with accounting
principles generally accepted in the Unitad States of America.

The budget has been adopred on an activity basis; expenditures at this level in excess
of amounts budgeted are a violation of Michigan law. A comparison of actual results
of operations to the budget as adopted by the Library Board is included in the basic
financlal statements.

Note 5 - Risk Management

The Library is exposed to various risks of loss related to property loss, torts, errors
and omissions, and employee injuries (workers' compensation), as well as medical
benefits provided to employees. The Library participates with the City in the
Michigan Municipal League program for claims relating to workers’ compensation,
general liability, and property loss and participates in the City's self-insurance
program for employee health and dental claims.

The Michigan Municipal League program operates as a common risk-sharing
management program for local units of government in Michigan; member premiums
are used to purchase commercial excess insurance coverage and to pay member
claims in excess of deductible amounts.

Through the City, the Library estimates the liability for general liability and employee
health and dental claims that have been Incurred through the end of the fiscal year,
including both those claims that have been reported as well as those that have not
yet been reported. These estimates are recorded in the City's Risk Management
internal Service Fund. Changes in the estimated liability for the City for the past two
fiscal years are presented in the City's June 30, 2006 annual financiai report,
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Baldwin Public Library

Notes to Financial Statements
June 30, 2006

Note 6 = Pension Plan

Plan Description - The Library participates in the City of Birmingham Employees’
Retirament System (the “System”), a single-employer defined benefit pension plan
that is administered by the City of Birmingham Employees’ Retirement System
Pension Board; this plan covers all full-time employees of the City and the Library.
The System provides retirement, disability, and death benefics to plan members and
thelr beneficiaries. The plan issues a publicly available financial report that includes
financial statements and required supplemental information for tha Systern. That
report may be obtalned by writing to the System at the City of Birmingham,
|51 Martin, P.O. Box 3001, Birmingham, Michigan 48009.

Funding Policy - The obligation to contribute to and maintain the System for these
employees was established by negotiation with the City's compatitive bargaining
unlts and requires a contribution from the Library employees of 3 percent to
4 percent of their covered salary. The funding policy provides for periodic employer
contributions at actuarially determined rates. In  accordance with these
requirements, the City contributed $28,248 during the current year, and the
employees contributed $365,436.

Annual Pension Cost - The annual required contribution was determined as part
of an actuarial valuation at June 30, 2005, using the entry age actual cost method.
Significant actuarial assumptions used include (a) a 7 percent investment rate of
return, (b) projected salary increases of 4 percent per year, (c) additional projected
salary increases ranging from 0.0 percent to 3.8 percent per yaar depending on age
and senlority/merit, and (d) no cost of living adjustments. Borh (a) and (b) include an
inflation component of 4 percent. The actuarial value of assets was determined
using techniques that smooth the effects of short-term volatility over a four-year
peried. The full funding credit is being amortized as a level parcentage of payroll
over a period not less than 15 years. Six-year historical trend information showing
the System’s progress in accumulating sufficient assets to pay benefits when due is
presented in the System’s June 30, 2006 annual financial report,
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Baldwin Public Library

Notes to Financial $tatements
June 30, 2006

Note 7 - Postemployment Benefits

The Library provides health care benefits to all full-time employees who retire at age
60 with 15 or more years of full-time service in accordance with Library Board
resolution. Currently, |4 retirees are eligible. The Library includas pre-Medicare
retiress in its insured health care plan, with no contribution required by the
participant. The City purchases Medicare supplemental insurance for retirees
aligible for Medicare. Through the City, the Library estimates the liability for
postemployment benefits that have been incurred through the end of the fiscal year,
including both those claims that have been reported as wel} as those that have not
yet been reported. These estimates are recorded in the City's Retires Health Care
Fund. The estimated liability for the City for the fiscal year is presented in the City's
June 30, 2006 annual financial report.

Upcoming Reporting Change - The Governmental Accounting Standards Board
has recently released Staternent Number 45, Accounting and Reparting by Employers
for Postemployment Benefits Other Than Pensions. The new pronouncement provides
guidance for local units of government in recognizing the cost of retirae health care,
as well as any “other” postemployment benefits (other than pensiens). The new
rulas will cause the full accrual columns of the financial statements to recognize the
cost of praviding retiree health care coverage over the working life of the etiployee,
rather than at the time the health care premiums are paid. The new pronouncement
is effactive for the year ending June 30, 2009.
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